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l. INTRODUCTION AND PROCEDURAL HISTORY

On September 2, 1994, pursuant to G.L. c. 164, § 691, Middleborough Gas and
ElectricDepartment (‘Middleborough' or "Company”) fi led wi th the Department of Public
Utnlities (Department) a petition for approval of 1ts long range gas forecast and supply plan
for the split years' 1993-1994 through 1997-1998. The petition was docketed as
DPU. 94161. Middleborough 1s amunicipal gas and electric utility distributing natural gas
and electricity within the Town of Middleborough. The Company serves approximately
2,8lbcustomers ofwhichl2are industrial, 36 are municipal, 363are commercial and the
remainder are residential.

Pursuant tonotice duly 1ssued, ahear ingwas held at the Department's offices on
March 16, 1995. No petitions to intervene were filed. Middleborough sponsored the
testimony of three witnesses: Johnli. Dunfey, general manager ; James L. Collins, energy
analyst; andSandra A. Cataldo, communi cations/marketing specialist. The evidentiary
record Includes 2 exhibits and four responses to record requests.

11. ANALYSIS OF THE LONG RANGE FORECAST

A. Standard of Review

The Department isdirectedbyG.L. c.164,§691 to review the long range forecast of

each gas utility to ensure that the forecast accurately projects the gas serdout requirements of

he Energy Faci lities Siting Council has defined the spl 1tyear as November 1 through
Octoberil. The heating season 1sdefined asNovember 1 throughMarch 3, and the
nontheating season 1s defined as April 1 through October 3. Energy Facilities Siting
Council, Administrative Bulletin 86-1, at 5.
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the utility's marketarea. The Department's regulations require that the forecastreflect
accurate and complete historical data, and reasonable statistical projection methods.
See 980 C.MR. §7.02 (9)(b). A forecast that 1s based onaccurate and complete historical
data, aswell as reasonable statistical projectionmethods, should provide a sound basis for

resource planning decisions. Colonial Gas Company, D.P.U. 93-13, at 2 (1995) ; Boston Gas

Company, 25 DOMSC 116, 127 (1992) (1992 Boston Gas Decision'); Berkshire Gas

Company, 16 DOMSC 53, 56 (1987) ("1987 Berkshire Decision’).

In itsreview of a forecast, the Department determines ifaprojectionmethod 1s
reasonable based onwhether the methodology is: (a) reviewable, that 1s, contains enough
information to allow a full understanding of the forecast methodology ; (b) appropriate, that
is, tecmnically suitable to the size and nature of the particular gas company ; and (C) reliable,
that 1S, provides a measure of confidence that the gas company’'s assumptions, judgments,

anddatawill forecastwhat is mostlikelytooccur. D.P.U. 93-13, at? ; 1992Boston Gas

Decision at 127; 1987 Berkshire Decision at 5-56.

B. Previous Sendout Forecast Review

In Middleborough Gas Department, 10 DOMSC 119 (1983) ('1983 Middleborough

Decision’)the EnergyFacilitiesSiting Council ('"EFSC'or'Siting Council’) approved

Middleborough's sendout forecast, subject to several conditions. hose conditions required

: Pursuant to Chapter 141 of the Acts of 1992 (Reorganization Act"), the Siting
CouncilwasmergedwiththeDepartmentofPublicltilities (‘Department’, or
'DPU") effective September 1, 1992. Reorganization Act, §5%. As a result of the
merger, the lPlwas given jurisdiction to review util ity forecast and supply plans, a
function previously granted to the Siting Council. G.L. c. 164, § 691.
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Middleborough to:

() obtain accurate sendout data in the future;

2 continue to develop 1ts conservation programs and, in addition,
seek ways inwhich it might increase participation of its
residential customers i1n Mass Save or provide 1ts customers with
an alternative; and

() Incorporate 1ts conservation judgments into 1ts forecastpreparations.

1983 Middleborough Decision at 12, 123. Middleborough's compliance with these

conditions 1s describedbelow, respectively, inSection 11.D.l.b., Section111.C.2,, and
Section 11.D.1.b.

C. Planning Standards

The first element of the Department’s forecastreview 1s an assessment of a
company’'s planning standards inorder to determine 1fthey are reviewable, appropriate and
reliable. A company's plamning standards are used as abasis for projecting its sendout
forecastwhich, intum, 1s used for ascertaining the adequacy and cost of a company's supply
plan.

The Department’'s review of planning standards begins firstwithareviewofa
company's weather data. The second step of the Department’'s review 1s an analysis of the
planning standards themselves, 1.e., how the company arrived at 1ts (1) normal year,
(2) design year, and (3) design day standards.

1. lleather Data

a. Description

Middleborough stated that 1 ts weather datawere providedbylleatherServices
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Corporation (ISC") of Bedford, Massachusetts, and that ISC provides degree day’ data
for Middleboroughbased ondata for two neighboring cities, Brockton and Tauntor
(Exh. MGED-1, at 1). WSC provided the Company with weather data encompassing the
past 2 years (Ir. at 10). Middleborough stated that there 1s no weather station in
Middleborough, and that the Company 1s not making any effort to develop 1ts ownweather
data(id. at 8, 11). The Company stated thatbecause Middleborough §s inproximity to
Brockton and Taunton and about the same distance from the coast as those two cities, the use
of the Brockton and Taunton data 1s appropriate (i1d. at 8).
b. Analysis

The Department finds that the use of ISC weather data i1s likely the mostrel1able
information upon which Middleborough can depend for input into 1ts planning standards,
because of the proximity of the Brockton/Taunton area. Inaddition, the twenty-five year
database from ISC 1s comparable to other databases approved by the Department.

1992 Boston Gas Decision at 13-136 ; 1991 Colonial Gas Company, 23 DOMSC 351,

363-364 (1991) (1991 Colonial GasDecision'). Therefore, the Department finds that the

ISC weather data provides an adequate database from which to develop Middleborough's
plaming standards and that Middleborough's weather data are reviewable, appropriate and

reliable.

3 Adegreeday 1s ameasure of coldness of the weather exper i1 enced, based on the
extent to which the dai ly mean temperature falls below a reference temperature,
usually 65 degrees Fahrenheit.
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2. Normal Year Standard

a. Description

Middleborough used anormal year standard of 6,849 degree days to develop its
sendout forecast (Exh. MGED-1, Sch. A). The normal year standard was based on an
arithmetic average of degree days over the previous fifteenyear period fromdata provided
by ISC (Exh. MGED-1, at 1).

b. Analysis

he use of an arithmetic average of historical degree day data to establ 1sh a normal

year standard has been accepted previously by the Department. D.P.U. 93-13, at 10;

1992 Boston Gas Decision at 136; 1991 Colonial Gas Decision at 363-364. Because

Middleborough based 1ts normal year standard on a historical average of the I5C data and
based 1 tsplanning standards on an up-to-date weather data base, the Department finds that
Middleborough's methodology for determining its normal year standard 1s reviewable,
appropriate, and reliable.

3. Design Year Standard

a. Description

Middleborough stated that 1tsdesignyear standard 1 sbased onthe highestdegree day
period inthe pastbyears (Exh. MGED-1, at 1). Middleboroughderived 1tsdesignyear by
totalling the monthly degree days for the calendar year 1989 (Exh. MGED-1, Sch. A).
Middleborough'sdesignyear standards basedonthisdataare: 7,332degree days for the

designyear, and5,639 degree days for a five-monthdesignwinter (1d.). Middleboroughdid
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not perform any studies to determine the probabi 11ty of occurrence of 1ts designyear, but

stated that the design conditions have occurred only twice inthe pastXbyears (Ir. at 1l).
b. Analysis

In its previous order, the Siting Counci | recommended that Middleborough 'utilize the

coldest spl it year actually experienced to develop 1ts designyear standard inorder to bring

the Comparny in line with the majority of gas utilities then filing forecasts with the Council.

1983MiddleboroughDecisionat 121. Further, theSiting Council's instructions forgas

compay forecasts and supply plans direct gas utilities to base their seasonal historical
sendout onthe basis of the splityear defined asNovember 1 throughOctober3l. Energy

Facilities Siting Council Adninistrative Bulletin 86, atb. Because Middleborough used a

calendar year rather thana splityear toderive 1tsdesignyear, the Department finds that the
Company has not fully addressed the Siting Counci I's previous concemwith regard to the
selection of 1ts design year.

In 1ts 1986 Gas Generic Order, 14 DOMSC 95, at 97 (1986), the Siting Council

notified gas companies that renewed emphasi s would be placed ondesigncriteria "to ensure
that those criteriabear a reasonable relationship todesigncoditions thatare likelytobe
encountered'. The Siting Counci l ordered each company, ineachforecastfiling, to include
adetaileddiscussionofhowandwhy 1t selectedthedesignweather criteriathat ituses,
giving particular attention to the frequency withwhichdesign conditions are expected to
occur, and to the effect of the desi1gn standard on the rel1abi 1 1ty of the company's forecast

and the cost of 1ts supply plan. 1d. at 96-97, 104-105. The Department finds that
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Middleborough did not perform any studies to determine the frequency of occurrence of its
designyear. Therefore, the Department finds that Middleborough's methodology for
determiningdesignyear standards 1s reviewable, butonly minimally appropriate and
minimally reliable.

Consequently, in order for the Department to approve Middleborough's next forecast
and supply plan, Middleborough must develop designyear standards based on ananalysis of
the frequency of occurrence of various possible design standards, and of the costs of
maintaining suppl 1es to meet the weather represented by these standards. The Company must
alsobase 1tsdesignyear standard ondata from 1ts coldest actual splityear for future
Department approval.

4. Design Day Standard

a. Description

Middleborough stated that it currently usesDecember 2, 1980, determined by ISC
tobe the coldestdegree-day recorded inthe pastbyears 1nthe Brockton/Tauntonarea, iIn
order toobtainadesigndegree day of 77 (Exh. MGED-1, atl; Tr. at 9). Middleborough
stated that 1tdidnotperformananalysis to determine the probabi 1 1ty of occurrence of this
designday (Ir. at 11). The Company based the probabi l 1ty of occurrence of adesignday of
monthe fact that the designday has occurredtwice inthe lastbyears (1d.). Additionally,
Middleboroughdidnot performaneconomic analysis todetermine the appropriate designday

standard, relying on the weather standard alone (id.).
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b. Analysis

Middleborough's designday standard, l 1 ke 1tsdesignyear standard, reflects the
coldest weather recorded in 1ts historical weather database. Because Middleborough did not
develop 1ts designday standard considering the probabi l ity of occurrence of designweather
or the associated costs of maintaining gas supplies required to meet such weather, the
Department finds that the Company's designday standard is reviewable, but only minimally
reliable and minimally appropriate.

Consequently, in order for the Department to approve Middleborough's next forecast
and supply plan, Middleborough must develop des ign day standards based on an analysis of
the probabi I 1ty of occurrence of various possible design standards and of the costs of
maintaining supplies to meet the weather represented by these standards.

5. Conclusions on Planning Standards

The Department has found that: (1) the Company has areviewable, appropriate and
rel1able weather database for use i1n the development of 1ts planning standards ; (2) the
Company has a reviewable, appropriate, and rel1able normal year standard; (3) the Company
has a reviewable, minimally appropriate, and minimally rel1able design year standard; and
(4 the Company has areviewable, minimally appropriate, andminimally reliabledesignday
standard. Accordingly, the Department finds that the Middleborough's planning standards

are reviewable, but only minimally appropriate and minimally reliable.
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D. Forecasting Methods

1. American Gas Association Model

a. Description

Indeveloping 1ts forecastof customer requirements, Middleboroughfollows the
forecastmethodology developedby the AmericanGas Association ("AGA") for small gas
companies.’ The Department has approved the use of this methodology inaprevious

forecast and supply plan. Holyoke Gas and Electric Light Department,

13 DOMSC 47, 57 (1985) ("1985 Holyoke Decision').

Middleborough provided the Department wi th a step-by-stepdescriptionof its
forecasting method, as delineated below (Exh. MGED-L, § I'l). This method 1s based on
historical relationships and trends 1n customer growth and sendout. Middleborough forecasts

i1 ts sendout by customer class, heating and nonheating season, and normal anddesignyear
conditions (1d.)

To forecast sendout to non-heating customers for the residential, municipal, and
commercial classes, Middleborough: (1) calculates by class the average annual use per
customer for the previous year ; () adjusts the average anmual use downward by one percent
to account for conservation; (3 forecasts the number of customers for each year of the
forecast; () calculates the amual sendout for the class by multiplying the forecasted number

of customers by the use per customer ; and (5 splits the annual sendout proportionally to the

"ASimplified Approachto ForecastGas Sales andfevenues For the Small Gas
Distribution Company,” American Gas Association, 1983.
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heating and nonheating seasons based on the length of each season (i1d.).

To forecast sendout to heating customers for the residential, municipal, commercial,
and industrial classes for the heating season, noheating season and designheating season,
Middleborough normalizes 1ts customer use by: (1) calculating the class average use per
customer ; (2 calculating the class heating and nonheating use per customer ; () weather
normalizing the class heating use; and (§) calculating the class normal 1zed total use per
customer (1d.).

Middleborough then calculates 1ts sendout by class for the heating season, norheating
season, anddes ignheating seasonby: (I) forecasting the number of heating customers for
eachyear of the forecast; (2 adjusting the normal 1zed use per customer downward by one
percent to account for conservation; @ calculating the sendout for the class by multiplying
the forecasted number of heating customers by the normal 1 zed use per customer ; and
(4) splatting the annual sendout between the heating andnonheating seasons (i1d.).

b. Analysis

As noted, the Department previously has approved the use of the AGA forecasting
methodology. The Department notes, however, that 1n l1ght of industry changes brought
about by FERC Order 636, this simplified, trending approach to forecasting sendout
requirements maynotbe sufficient inthe future. felying upon trend ing methodology and
historical relationships during periods of change may result inforecasting errorswhich could
lead to insufficient gas supply or costly oversupply. Further, improved statistical and

forecasting tools, which provide for more sophisticated data analysis, have become readily
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avai lable to companies the size of Middleborough through the use of personal computers.
Therefore, the Department finds thatMiddleborough’s methodology isonlyminimally
appropr 1ate for a company of 1ts size and resources. Consequently, the Department finds
thatMiddleborough's use of thi s methodology 1s reviewable, but only minimally appropriate
andminimally reliable. Inorder for the Department to approve Middleborough’s next
forecast and supply plan, the Company must justify continued use of trending and 1ts current
methodology or propose an alternative forecasting methodology.

Inresponse to the Siting Council's previous order requiring Middleborough to obtain

accurate sendout data 1nthe future (1983Mi1ddleboroughDecision at 121), the Company has
developed 1ts forecast based onhistorical sendout data by looking at customer class, heating
and nonheating customers, and heating and nonheating seasons. Middleborough's use of
historical, disaggregated sendout data to develop 1ts sendout forecast 1s an improvement over
the analysi s presented i1n 1ts previous forecast and supply plan and directly addresses the
Siting Counci I's concem. Therefore the Department finds thatMiddleboroughhas satisfied

condition one of the 1983 Middleborough Decision.

Inresponse to theSiting Council'sprevious order requiringMiddleboroughto

Incorporate conservation impacts into 1ts sendout forecasting process (198Middleborough

Decisionat 1), the Company stated that a conservationadjustment of one percent 1 snow
appliedforall classes of customers (Exh. MGED-1 atl). Middleborough arrived at the one
percent figure after consultationwith other small gas companies inMassachusetts (Exh.

MGED-7). Middleborough has not performed an analysis of whether this one percent
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adjustment 1s anaccurate representationofactual conservationactivity (Ir. atll). The
Department finds that the use of a conservationfactor inadjusting sendout downward to
account for the effects of Middleborough's DSM programs and for naturally occurring
conservation 1s an improvement to the Company's forecasting methodology and 1s useful in
accounting for conservation effects. herefore, the Department finds that Middleborough has

satisfied condition three of the 1983 Middleborough Decision.

However, whi le the Department recognizes that it may notbe appropriate for
Middleborough to fund an extens 1 ve study of true conservationeffects, it iswithinthe
Company's means to make a compar 1 sonof normal 1zed use per customer over the years for
whichthese data are available. Therefore, 1norder for the Department to approve
Middleborough's forecastmethodology in itsnextforecastandsupplyplanfiling, the
Company must perform an analysis of normal 1zed use per customer over the years for which
the data are avai lable andmustdi scuss the appropr 1ateness of any conservationadjustment
that 1s made.

2. Residential Forecast

a. Description

For the splityear 19921993, Middleborough's average numbers of residential heating
andnon-heating customers were 1,633 and 803, respectively (DPU-RR-1). Middleborough's
sendout to the heating and non-heating residential classes was 150.1 and 25.9 MMcf,
representingi6.4and6.3percent, respectively, of the Company's sendout for the same

period (Exh. MGED-L, § 11).
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Middleborough estimated that 65 new res idential heating customers would be added
eachyear of the forecastperiod, basedon the performance of the pastfiveyears
(Exhs. MGED-1, at 1; MGED-5). Middleborough calculated this figure by extrapolating the
four percent annual customer growth inthe residential heating class that occurred over the
previous five years (Exh. MGED-5). Middleborough stated that some of this heating
customer growth came from conversions fromnon-heating customers, butMiddleborough
noted that non-heating sales didnotdecrease (Exh. MGED-6). Middleborough, therefore,
did not project reduced numbers of residential nontheating customers (1d.). Middleborough's
records show the actual number of nontheating customers declining at an average amual rate
of 1.9 percent over the previous five year period (R-DPU-2).

Based on Middleborough's forecast, residential heating class sendout would increase
annually at an average rate of 2.6 percent (Exh. MGED-1, § Il). This Increase incorporates
the four percent Increase 1n customers and the one percent conservation adjustment
(Exh. MGED-1, at 1; R-DPU-2). Residential nonheating class sendout declines at a rate of
one percent per year due to the conservation adjustment (Exh. MGED-1, § 11).

b. Analysis

Inprevious decisions, theSiting Council has accepted trending as an appropriate

method of forecasting customer growth and sendout for small and medium-sized companies.

1990 Berkshire Gas Company, 19 DOMSC 247, at 274, 216 ; 1987 lakefield Municipal

Laght Department, 16 DOMSC 149, at 153-15. For the residential heating customer class,

Middleborough's trending approach may provide a reasonable basis for predicting future
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activity; however, the concems expressed regarding trending inSection 11.0.Lb. apply here
aswell. Furthermore, Middleborough's method for forecasting residential nonheating class
sales has nobasis because the number of residential norheating customers 1sdeclining, and
Middleborough has not taken this 1nto account i1n 1ts forecast.

Therefore, for the Department to approve Middleborough's residential forecast inits
next forecast and supply plan, the Company must forecast the number of non-heating class
customers as well as heating class customers. lhile the decl ine inthe number of such
customers apparently has not affected actual sendout significantly over the past five years,
there may be a cumulative effect over time, and the Company should use accurate data and
maintainforecast integrity inthe future. As there are statistical variationswithin any
forecasting model, the Department wi 1l be better able to judge the limits of Middleborough's
forecast i1f the Company uses accurate input data.

For the purposes of the Instant case, the effect of this calculation method on the
forecast 1s minor. Accordingly, the Department finds Middleborough's forecast of residential
sendouttobereviewable,butonlyminimallyappropriateandminimallyreliable.

3. Commercial Forecast

a. Description

For the 1992-1993 spl it year, Middleborough's average numbers of heating and non-
heating commercial customers were 293 and 10, respectively (OPU-R-3). Middleborough's
sendout to the heating and non-heating commercial classes was 133.1 and 15.4 MMCF,

representing 3.4 and3.7percent, respectively, of the Company's sendout for the same
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period (Exh. MGED-L, § I1).

Middleborough estimated that 18 new commercial heating customers would be added
eachyear of the forecast period (Exh. MGED-1, atl). This projectionwas based onan
assumption that the sevenpercent growth rate inthis customer class over the pastfive years
would continue over the five-year forecastinghorizon(Exh. MGED-5). Middleborough
assumed that commercial nontheating customer totals would remain the same over the five-
year plaming horizon, because nonrheating sales have not decreased over the past five years
(Exh.MGED-6). However, as wi th the residential non-heating forecast, the number of non-
heating commercial customers has decl ined steadi ly over the past five years (DPU-R-3).

Based on this methodology and the one percent conservation adjustment,
Middleborough forecasted average annual growth 1n sendout of 4.3 percent for commercial
heating customers and a one percent annual decl ine in sendout for commercial nontheating
customers (Exh. MGED-1, § I1).

b. Analysis

As stated inSection 11.D.2.b. above, the Siting Council has previously accepted
trending as an appropr 1ate approach for forecasting customer growth and sendout. For the
commercial customer classes, Middleborough's five year trending approach may provide a
reasonable basis forpredi cting future activity, but the Department’'s concems regarding
trending apply here as well.

Furthermore, Middleborough's method for forecasting commercial nonheating class

saleshasnobasis; the number of commercial nonheating customers isdeclining, and
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Middleboroughhas not takenthi s into account in 1'ts forecast. For the Department to approve
Middleborough's commercial forecast in its next forecast and supply plan, the Company must
forecast the number of commercial notheating class customers as well as heating class
customers. Therefore, the Department finds that Middleborough's commercial forecasting
methodology 1s reviewable, but only minimally appropriate and manimally reliable.

4, Municipal Forecast

a. Description

For the 1992-1993 spl i tyear, Middleborough's average numbers of municipal heating
and non-heating customers were 28 and eight, respectively (Exh. MGED-1, § I1).
Middleborough's sendout to the municipal heating andnon-heating classeswas3ii.4and
9.2 MMCF, representing 9.1 and 2.2 percent, respectively, of the Company's sendout for
the same period (1d.). The number of municipal customers i1s projected to be constant
through the five years of the planning horizon (1d.). The Company stated that the Town of
Middleborough has no plans to add any new bui ldings or to change i1ts use of gas and that the
number of municipal heating customers has remained at 28 for the last three years
(Tr. at 18-19). Therefore, sendout to municipal heating and non-heating customers is
projected to decl ine by one percent per year over the five-year plaming horizondue solely to
the one percent annual conservation adjustment (Exh. MGED-L, § 11).

b. Analysis
The number of municipal customers inthe Town of Middleborough has remained

constant over the past few years, and muni cipal sales represent less than twelve percent of
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Middleborough's sendout. Because the Company has evaluated the Town of
Middleborough's municipal plans todevelop 1ts forecast, the Department finds that
Middleborough’'s municipal forecasting methodologies are reviewable, appropriate, and
relrable.

5. Industrial Forecast

a. Description

For the 1992-1993 spl 1t year, Middleborough's average number of industrial heating
customers was 12 (Exh. MGED-1,§ 1'l). All industrial customers are heating class
customers (1d.). Middleborough's sendout to the industrial heating class was 3.. MMCF,
representing nine percent of the Company's sendout for the same period (id.).

Based on 1ts knowledge of its service area, Middleborough forecasted the number of
industrial heating customers for the next five years. Yecifically, Middleborough knew of
one vacant industrial buildingwhich 1s expected to be reoccupied during the forecast period
(Tr. at19). Further, Middleboroughwas aware of one industrial entitywhich is currently
breaking ground for anew facility 1nthe Company's territory (i1d. at 19-20). Therefore,
Middleborough's forecast adds one industrial heating customer 1n 1994199 and another in
1996-1997 (Exh. MGED-1, § I1).

Middleboroughhelddiscussionswith 1ts largest customer, OceanYray, todetermine
that customer's future energy use (Ir. at 0). Middleborough stated that Ocean Spray has no
plans to change 1ts gas consumption over the next five years, although Ocean ray has been

considering the constructionofagas-fired cogenerationplantfor thepastfiveyears
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(md. at 21). Middleborough stated that itdidnotbel1eve that Ocean Spray wouldbuild a
cogeneration plant during the forecast period, because there would not be a market for the
electricity in the area during that time (i1d. at 22).

BasedonMiddleborough’'s forecastof two additional industrial customers inthe
forecast peri1od and the one percent per year conservation adjustment, the Company indicated
that industrial heating sendout would increase an average of 2.9 percent annually
(Exh. MGED-1, § I1).

b. Analysis

he Department recognizes that projecting industrial classuse canbedifficultfora
gas company wi'th few industrial customers. Middleboroughhas based 1ts forecast of
industrial use on 1ts unigue knowledge of 1ts service territory, and 1thas made a concerted
effort to understand 1ts individual customers and their plans. Therefore, the Department
finds that the Company's i1ndustrial forecast i1s reviewable, appropriate, andreliable.

6. Normal and Design Year Sendout Forecast

a. Description

Middleborough's forecast of total Company firm sendout 1s basedon the forecast
methodology described above. To derive seasonal normal year and designyear sendout,
Middleborough summed the residential, commercial, municipal and industrial forecasted
sendout by customer class (Exh. MGED-L,§ 11). Middleborough's normal year sendout for
the heating season Increases from 296.03 BBtu for the 1993-1994 split year to 326.32 BBtu

for the 1997-1998 split year for a growth rate of 2.5 percent per year (Exh. MGED-I,
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Table G5). Middleborough's normal year sendout for the nonheating season increases from
127.38 BBtu for the 1993-1994 split year to 140.78 BBtu for the 1997-1998 split year for a
growth rate of 2.5 percent per year (1d.) Middleborough's sendout for the design heating
season Increases from 315.56 BBtu for the 1993-1994 split year to 348.10 BBtu for the
1997-1998 split year for a growth rate of 2.5 percent per year (i1d.)
b. Analysis

Inprevious sections of this order, the Department has found that (1) the Company's
normmal year standard 1s reviewable, appropriate, and rel1able; () the Company's designyear
standard 1s reviewable, minimally appropriate, and minimally reliable ; (3) the Company's
residential and commercial forecasts are reviewable, minimally appropriate, and minimally
reliable; and (4) the Company’'s municipal and industrial forecasts are reviewable,
appropriate, and reliable. Therefore, based on the record, the Department finds that
Middleborough's normal year sendout forecast 1s reviewable, but only minimally appropriate
andminimally reliable, and that 1ts designyear forecast 1s reviewable, but only minimally
appropriate and minimally reliable.

In order for the Department to approve Middleborough's normal and designyear
sendout forecasts i1n 1ts next il ing, the Company must re-examine 1ts sendout methodologies
in light of the probabi I 1ty of occurrence of 1ts designyear and must forecast the number of

residential and commercial non-heating customers.
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1. Design Day Sendout Forecast

a. Description

Middleborough's design day sendout forecast i1s based on the design degree day
standard as described insection 11.C4.a, above (Ir. at 11). Middleborough's designday of
7 degree days 1s based on the coldest day recorded 1n 1ts weather database
(Exh. MGED-1, at 1). The designday has occurred twice in the last 2% years, but the
Company did not perform any studies to determine the probabi l 1ty of occurrence of sucha
designday (Ir. at 11). Middleborough'sdesignday sendout increases from3.94BBtu for
the 1993-1994 spl 1t year to 4.24 BBtu for the 1997-1998 spl it year for a 1.9 percent per year
growth rate (Exh. MGED-1, Table G-5).

b. Analysis

Although Middleborough has based 1ts designdegree day forecast on the coldest day
recorded in 1ts weather database, 1thas not performed any studies to determine the
probabi l 1ty of occurrence of suchadesignday. Further, the Department found inSection
11.C.4b., above, that the Company's designday standard is reviewable, butonly minimally
appropriate and minimally reliable. Thus, the Department finds Middleborough's designday
sendout forecast to be reviewable, but only minimally appropriate and minimally reliable.
Consequently, 1norder for the Department to approve Middleborough's designday sendout
forecast in 1tsnext fil ing, the Company must re-examine itsdesignday sendout methodology

and consider the probability of occurrence of i1ts design day.
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E. Conclusions on the Sendout Forecast

InSection 11.C5o0of thisOrder, the Department found that the Company's planning
standards are reviewable, but only minimally appropriate and minimally reliable. InSection
11.0.6.b. of this Order, the Department found that the Company's normal year and design
year sendout forecasts are reviewable, but only minimally appropriate andminimally reliable.
InSection11.D.7.b of this Order, the Department found that the Company's designday
sendout forecast 1s reviewable, but only minimally appropriate and minimally reliable.

InSection 11.0.1.b above, the Department found that Middleborough's use of
historical disaggregated semout data to develop 1ts sedout forecast satisfied codition oe of

the 1983 Middleborough Decision. The Department also found that Middleborough's use of

a conservationfactor inadjusting sendout downward to account for the effects of gas
company DM programs and for naturally occurr ing conservation satisfied condition three of

the 1983 Middleborough Decision.

Asdiscussedabove InSections 11.0.2.b. and 11.D.3.b., inorder for the Department
to approve Middleborough's residential and commercial forecasts i1n 1ts next forecast and
supply plan, the Company must improve i1ts forecast of the number ofresidential and
commercial non-heating customers. Thiswill provide for more accurate inputdata in
Middleborough's forecasting model, and wi 1l enable the Department to make a more accurate
assessment of the accuracy of that model.

By 1ts ownaccount, Middleboroughhas not considered the actual probabi l 1ty of

occurrence for i1ts designyear and designday standards inpreparing its forecasts. In order
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for the Department to approve Middleborough's designyear and designday standards in its
next forecast and supply plan, the Company must re-examine 1ts sendout methodology and
evaluate the probability of occurrence of 1ts design year and design day.

Asdiscussed inSection 11.D.1b., the Department 1s concemed thatMiddleborough's
methodology and the use of the AGA model may not provide sufficiently accurate and
relrable forecasts in the future. Therefore, 1n order for the Department to approve
Middleborough's next forecast and supply plan, Middleborough must evaluate the
appropr 1ateness of the continued use of 1ts current forecasting methodology andassess
whether an altemative methodology 1s more appropriate. 1T Middleborough concludes that
use of trending and i1ts current forecasting methodology 1s appropriate for a company of its
size, Middleborough should justify 1ts continued use. Accordingly, the Department
conditionally APPROVES the sendout forecast of Middleborough for the splityears
1993-1994 through 1997-1998.

111. ANALYSIS OF THE SUPPLY PLAN

A. Standard of Review

The Department 1s required to ensure "a necessary energy supply for the
Commonwealth with a minimum Impact on the environment at the lowest possible cost.
G.L. c. 164, § 69H. Infulfilling this mandate, the Department reviews a gas company's

supply plamiing process and the two major aspects of every uti l1ty's supply plan — adequacy
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and cost.® D.P.U. 93-13, at 49-50; 1992 Boston Gas Decision at 201; 1987 Berkshire

Decision at 7.

The Department reviews a gas company's five-year supply plan to determine whether
that plan is adequate to meet projected normal year, designyear, designday, and cold snap®
firmsendoutrequirements (see Section 1110, below).” Inorder to establishadequacy, a gas
company mustdemonstrate that 1thas an 1dentified set of resourceswhichmeet 1ts projected
sendout under a reasonable range of contingencies. If a company camot establish that ithas
an 1dentified set of resources whichmeet sendout requirements under a reasonable range of
contingencies, the company must then demonstrate that 1thas anactionplan to meet
projected sendout inthe event that the 1dentifiedresourceswill notbe available when

expected. D.P.U. 93-13, at 50; 1992 Boston Gas Decision at 202; 1987 Berkshire

Decision at 7.
In 1ts review of a gas company's supply plan, the Department reviews a company's
overall supply planning process (see Section 111.E., below). Anappropriate supply plaming

process i1s essential to the development of an adequate, low cost, and low environmental

G.L. c. 164, §69H also directs the Department to balance cost considerations with
environmental impacts inensuring that the Commonwealth has anecessary supply of
energy. See Section I11.E.L, below.

The EFSC has classified Middleborough as a"small size' gas company. 1986 Gas
GenericOrder at 104-105. As such, the EFSC indi cated thatananalysis of cold-snap
preparedness 1s not necessary. Id.

he Department's review of rel1abi l ity, another necessary element of a gas company's
supply plan, 1s included within the Department’'s consideration of adequacy.
See: D.P.U. 93-13, at50; 1992 Boston Gas Decision at 201; 1987 Boston Gas
Decision at 24.
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1mpact resource plan. Pursuant to this standard, a gas company must establ 1 sh that 1ts supply
plaming process enables 1t to: (1) identify and evaluate a full range of supply options, and
(2) compare all options -- including CiM -- on an equal basis. D.P.U. 93-13, at 50;

1992 Boston Gas Decision at 202; 1986 Fall River Decision at 115.8

Finally, the Department reviews whether agas company's five-year supplyplan
minimizes cost (see Section 11L.F, below). A least-cost supply plan 1s one that minimizes
costs subject to trade-offs wi th adequacy and environmental impact. D.P.U. 93-13, at 5!l ;

1992 Boston Gas Decisionat 203; Massachusetts Electric Company/New England Power

Company, 18 DOMSC at 295, 337 ("1989 MECO/NEPCo Decision’). Here, a gas company

must establ 1sh that appl 1cationof 1ts supply plaming process has resulted inthe additionof
resource options that contribute to a least-cost plan.

B. Previous Supply Plan

In the 1983MiddleboroughDecision, the Siting Council found that Middleborough

had avai lable to 1t several diverse sources of gas supply, and that 1t had the necessary
resources to meet 1ts design year (and thus 1ts normal year) requirements.

1983 MiddleboroughDecisionat 124. TheSiting Council also found thatMiddleborough

had the necessary peak day resources to meet its peak day sendout requirements. Id. Inits

8 In1986, G.L. c.164,869J was amended to require auti l 1ty company to demonstrate
that 1ts long-range forecast "include[ s ] anadequate considerationof conservationand
load management." Initially, the Siting Council reviewed gas CiM efforts interms
of costminimization issues. Inthe 1988 CommonwealthGasDecision, [7DOMSC
11, 122-126, the Siting Counci l expanded itsreview torequire agas company to
demonstrate that 1thas reasonably considered CiMprograms as resource options to
help ensure that 1thas adequate suppl 1es tomeetprojected sendout requirements.
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1982decision, theSiting Council asked Middleborough to present "an analysis of the
Company's plans for meeting the demands of 1ts customers in the event each of 1ts major gas

supplies isdisrupted'. Middleborough Gas and ElectricDepartment, 8 DOMSC 41, 47. In

the 1983 Mi1ddleboroughDecision, theSiting Counci | found thatMiddleboroughhad satisfied

this condition. 1983 Middleborough Decision at 124.

The Sitaing Counci |l found that Middleborough had assembled a forecast supplement
whichmet the EFSC's "appropriate, reviewable and rel 1able" standard and unanimously
approved the 1983 Long-Rfange Gas Forecast Supplement of Middleborough. 1d. at 125.

C. Base Case Supply Plan

In this section, the Department reviews the Company's supply plan and identifies
elements which represent potential contingencies affecting the adequacy of supply or which
potentially impact the cost of the supply plan. The Department then reviews the adequacy of
the Company's supply plan inSection 111.D., below; the Company's supply planning process
inSection 111.E,, below; and the cost of the Company's supply plan inSection 111.F., below.

1. Supply-Side Resources

Middleborough purchases pipel ine gas on the Algonqu in system under a management
contract with CNG Gas Services Corporation ("CNG") (Tr. at 58-61; Exh. MGED-I,
at Table G-24). The contractwas negotiated through anfFP processwhich involved a
consortium of several LDCs (Exh. MGED-9). Responses were received from five gas
supply companies sol1cited through the RFP process (id.). The Company's selectioncriteria

are described 1nSection 111.E.2.a, below (Exh. MGED-12).
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Middleborough has a take-and-pay contract for delivery of vapor or liquified natural
gas ('LNG") with Bay State Gas Company (‘Bay State") (Tr. at 31; Exh. MGED-I,
at Table G-4). Middleboroughnegotiated a reduction inthe Bay State contract 1n1990to
reduce the take requirement from 80,000 MMBtu to 40,000 MMBtu over the winter period
(Tr. at 34-35). The contract was renewed for ten years (id. at 35).

Middleborough purchases vapor and LNG from Distrigas of Massachusetts
Corporation ('DOMAC") via a negotiated contract (Exh. MGED-1, at Table G-24).
Middleboroughreduced 1 ts contracted amountwithBay State by one halfandsigneda
contract wi th DOMAC for 50 MMBtu of supply per day as aresult of ananalysis showing
DOMAC LNG to be more cost-effective than gas or LNG from Bay State (Tr. at 34-38).
The Company maintained 1ts contract withBay State, though at a reduced quantity, for
operational reasons (i1d. at 36-3)). The Bay State interconnectionprovides muchneededgas
pressure at critical times to ensure that gas will flow 1n certainneighborhoods on
Middleborough's system (id. at 36).

To meet 1ts slowly growing hourly peak sendout, Middleborough made a comparison
between Increasing pipel ine gas, whichwouldhave required rebuilding a metering stationand
laying extensive new pipe, and increasing the vaporization capacity of 1ts NG facility
(d. at 21-29). Middleborough concluded that the expans 1 on of the vapor i zation capacity of
the ING faci 11ty would be more cost-effective inmeeting 1ts peak requirements, because it
wouldnotrequirerebuilding the metering stationand layingnewpipe (1d.). Middleborough

budgeted for the added vapor ization capacity and planned to add 1t to the LNG plant in the
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summer of 1995 (1d. at 47).

2. Demand-Side Management

Inthe 1983MiddleboroughDecision, theSiting Councildirectedthe Companyto

continue todevelop 1ts conservationprograms and seekways inwhich itmight increase
participation among its residential customers iInMass Save or provide 1ts customers with an
altemative. Middleboroughnowhas a formal energy conservationservice implementation
planand 1smore aggressively marketing 1ts Energy Miser and energy auditing programs
(Exh. MGED-8; Tr. at 85).

The Company's witness, Ms. Cataldo, stated that she was hired specifically to
improve Middleborough's marketing of 1tsenergy conservationserviceprogram
(Tr. at 84-85). Ms. Cataldo testified that the program consistsprimarily of home energy
audi ts performed by consultants who install up to $30 worth of materials and show the
customer, by way of example, how to conserve energy (id. at 8)). She stated that as aresult
of aggressive marketing practices, customer participation increased fromanaverage of
25 homes audited per year to 142 in 1994 (ad. at 85). The Company's target for 199
is 150 (ud.).

Middleborough's energy conservationservicesprogramisavailabletoall the
Company's gas andelectric customers (id. at83). Ms. Cataldo stated that the program 1s
regulated by the Massachusetts Division of Energy kesources (DOER), which stipulates
the measures that must be included 1n a residential DSM program (id. at 87). The

regulations also stipulate thatall util 1ty companies must spend at least one-quarter of one
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percent of their revenues on this program every year (1d. at 88).

he Company's energy conservation service efforts are adninistered by Conservation
Services Group, Incorporated ("CSG") (Exh. MGED-8, at?2). Previously, the contractor had
been DMC Energy, Incorporated (1d.). The Company stated that the switch to CSG had
enabled 1t to raise 1ts goals by eight percent whi le simultaneously reducing 1ts DM budget
by $7,000 (id. at 5). The Company is involved in a DSM pilot program with other
municipal utilities (r. at9). As a member of that group, Middleborough 1s assessing the
feasibility of providing DSM measures to 1ts commercial customers (1d.).

As aresult of Middleborough's extensive efforts to market 1ts conservationservices to
iIts residetial customers ad 1ts Inestigation into the viability of a conservation program for
1ts commercial customers, the Department finds that Middleborough has compliedwith

condition two of the 1983 Middleborough Decision.

3. Capacity Management Contract

Middleborough stated that as a result of FERC Order 636 the Company was faced
withmanaging many small contracts (Ir. at 39). For example, Middleborough’s single
contractwith Algonquinwas replacedby £ new contracts for capacity, storage, and supply
(zd.). Middleborough lacked the resources to manage all of these separate contracts
effectively (id. at 61). To address this problem, Middleborough contracted with CNG
Services to manage 1ts upstream storage and pipel ine capacity (Exh. MGED-1, at 2;
Tr. at 59). CNG balances Middleborough’s pipeline gas load each day 1n order to avoid

incurring imbalance penalties (Ir. at59). CNG also manages injections to andwithdrawals
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fromMiddleborough's storage capacity (id. at 60). AccordingtoMiddleborough, the
management contract wi th CNG has enabled the Company to reconstruct the type of bundled
service 1t received from Algonquin before FERC Order 636 (1d. at 67).
Middleborough chose CNG as the result of abrdding process (Exh. MGED-9). The
Company stated that the other four bidders were poorly qual i fied to perform the services
required (Tr. at 68). The Company's witness, Mr. Collins, stated that he bel 1eves the
Company got the bestprice 1t couldunder the circumstances, but that inhindsight
Middleboroughwas at a di sadvantage because i1t 1s asmall player and received only one
qualifiedbid(id. at6/-68). The Company stated that inthe future 1tmay formassociations
with other gas companies to manage their capacity as a group (id. at 68).

D. Adeqguacy of the Supply Plan

Inreviewing the adequacy of a gas company's five-year supply plan, the Department
first examines whether the company’s base-case resource plan 1s adequate to meet its
projectednormal year,designyear, designday, and cold-snap firmsendoutrequirements
and, 1T so, whether the company's plan Is adequate tomeet 1ts sendout requirements ifcertain

supplies become unavailable. D.P.U. 93-13, at 62; 1992Boston GasDecisionat 212-213;

1987BerkshireDecisionat 6. Ifthe supplyplan 1snot adequate under the base-case

resource plan or not adequate under the contingency of existing or new suppl 1es becoming
unavai lable, then the company must establ 1 sh that 1thas anactionplanwhichwill ensure that

supplieswill be obtained tomeet itsprojected firmsendout requirements. Id.
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1. Normal and Design Year Adequacy

a. Description

As stated inSections 11.C.2and 11.C.3 above, the Department found Middleborough's
normal year standard reviewable, appropriate, andrel 1able, and 1tsdesignyear standard
reviewable, butonlyminimally appropriate andminimallyreliable. Middleborough
presented supply plans for meeting 1ts forecasted normal year and designyear sendout
requirements throughout the forecast period (Exh. MGED-1, Table G-225).

Middleborough plans to meet 1ts normal and designheating season needs through a
combinationoffirmpipel ine supplies fromthe AlgonquinGasTransmissionCompany
("Algonquin’) via CNG Gas Services, and vapor and LNG from Bay State and DOMAC
(Exh.MGED-1, Tables G-225 and G-24). Middleborough's forecastednormal firm sendout
requirementsrise from296.03BBtu inthe 1993-1994heating season to 326.32BBtu inthe
1997-1998 heating season ( Exh. MGED-1, Table G-225). Middleborough's forecasted
design firm sendout requirements rise from 315.56 BBtu in the 1993-1994 heating season to
348.10 BBtu mn the 1997-1998 heating season (id.).

Middleborough stated that, inthe event of interruption of pipel ine supply deliveries,
C\G wi Il provide back-up gas equal to 1 percent of reserved capacity to the extent that the
temperature inPittsburgh, Pemsylvania exceeds or equals zero degrees Fahrenhei t’
(Exh. MGED-, at ?). 1T the temperature inPittsburgh is less than zero degrees Fahrenheit,

CNG wi 11 tender such backup quantity when 1t can be secured on the spot market (1d.).

o CNG serves 1ts own LDCs 1n the Pittsburgh area (Tr. at 79).
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CNG would not want to be inthe positionof curtailing 1ts own LDC customers during cold
weather while providing full requirements to Middleborough (Tr. at 79).

Middleborough's witness, Mr. Coll ins, stated that 1 fCNG gas were not avai lable, the
Company would divert to the LNG faci l 1ty or the Bay State vapor delivery as additional
backup (id. at 73). For a summer curtailment Middleborough would use LNG as the
backup, because 1twould be cheaper than other suppl 1es and there wouldbe less risk of
consuming NG to a level of depletion (1d.). Inawintertime curtailment, Middleborough
would first use Bay State to the fullest extent possible (1d.). Second, Middleborough would
try to reduce any customers on the system that had dual-fuel capability (id.). Third,
Middleboroughwould use NG from storage (1d.). Mr. Coll ins stated that thi s type of
curtai Imentwouldnormally happendue to anaccident causedbydigging into thepipeline,
whichwould result 1na short term curtailment (id. at 7). In that scenario, Algonquinwould
reduce pipeline pressure to make repairs, and Algonquinwoulddeliver part of
Middleborough's gas but would not be able to deliver all of 1t due to reduced pressure (id.).
Mr. Collins indicated that the Company expects the duration of that loss of supply tobe less
than a day (ud.).

b. Analysis

Based onMiddleborough's sendout and supply tables, the Company has demonstrated
that 1thas adequate suppl 1es to meet forecasted sendout requ i rements under normal and
design conditions throughout the forecast period. Middleborough has also demonstrated that

1thas adequately plamed for a supply interruption. Accordingly, the Department finds that



D.P.U. 94-167 Page 32

Middleborough has establ 1 shed that 1ts normal year and designyear supply plans are adequate
to meet the Company's forecasted sendout requ i rements throughout the forecast period.

2. Design Day Adequacy

a. Description

Middleborough must have an adequate supply capabil ity to meet its firm customers’
design day requirements. lhile the total supply capabi l ity necessary for meeting design year
requirements 1snomally a function of the aggregate volumes of gas avai lable over some
contractperiod, designday capabi l 1ty isdetermined by the maximumdainlydeliveries of
pipeline gas, the maximum rate at which supplemental fuels canbe dispatched, and the
quantity of CiM avairlable on a design day.

As stated inSection 11.C.4b. above, the Department found Middleborough’s design
day standard reviewable, but only minimally appropriate andminimally reliable.
Middleborough plans to meet i1ts designday needs through a combinationof firmpipeline
supplies fromAlgonquinviaCNG Gas Services, vapor fromBay State and DOMAC, and
LNG from storage and a Hortonsphere® (Exh. MGED-1, Table G-23). Middleborough's
forecasted peak day sendout requirements rise from3.942 BBtu in the 1993-1994 heating
season to 4.244 BBtu in the 1997-1998 heating season (1d.).

Table G2 indicates a large excess of supply on the Company's forecasted design day

(1d.). However, Middleborough stated that whi le 1thas adesignday surplus margin, 1ts peak

o The Hortonsphere is a gas storage sphere with a capacity of about 18)MMBtu which

can deliver gas at a rate of about 10 to 15 MMBtu per hour (Tr. at 53).
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hour capacity Is i1tsgreater concem(r. at 5%-52). Inorder to increase 1tshourly capacity
and meet its peak hour needs, Middleborough planned the addition of avaporizer to 1ts NG
unit, as described inSection 111.C.l. This iIncreases Middleborough's hourly capacity by
about 60 MMBtu (1d.). The additional vaporization enables Middleborough to have
adequate surplus hourly margins throughout the five-year forecasting period
(Exh. MGED-1, Table G-23).
b. Analysis

Based on Middleborough's sendout and supply tables containing peak day data, the
Company has demonstrated that 1thas adequate suppl ies andfaci l1ties tomeet forecasted
sendout requirements under design day conditions throughout the forecast period.
Middleborough's apparent oversupply as reported inTable G-23 i1 s the result of the
Company's installationof additional vaporizationcapabilityat itsING facility. As
discussed inSection 111.CL, the additional vaporizer allows a greater deliverability of gas
fromthe LNG fac i lity, butdoesnot increase the storage capacity ofthe INGfacility.

Accordingly, the Department finds that Middleborough has establ 1 shed that 1ts design
day supply plan 1s adequate to meet the Company's forecasted sendout requ irements
throughout the forecast period.

3. Cold-Snap Adequacy

The Siting Council has defined a cold-snap as aprolonged series of days at or near

design conditions. D.P.U. 93-13, at 66; 1992 Boston Gas Decision at 217;

1988 Commonwealth Gas Decision, 17DOMSC at 137. A gas company must demonstrate
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that the aggregate resources available to 1t are adequate to meet this near maximum level of
sendout over a sustainedperiod of time, and that 1thas and cansustainthe ability todeliver

suchresources to 1ts customers. D.P.U. 93-13, at 66 ; 1992 Boston Gas Decisionat?li;

1988 Commonwealth Gas Decision, 17 DOMSC at 137.

Middleborough 1s classified as a small gas company. 1986 Gas Generic Order at 1.

As such 1t isnotrequired to submitananalysis of 1ts cold-snap preparedness. 1d. at 105
However, prudent forecasting and supply planning, even for small companies, woulddictate
that these companies consider the impact of a cold-snap ontheir supplies. lhile such an
analysis isnot astrictrequirement, the Departmentbelieves it i1s advisable that
Middleborough consider an analysis of 1ts cold snap preparedness in its future planning
efforts.

4. Conclusions on the Adequacy of the Supply Plan

The Department has found that Middleborough has establ i1 shed that: (1) 1ts base case,
normal year and design year supply plans are adequate to meet the Company's forecasted
firmsendout requirements dur ing the forecastperiod, and () itsbase case supplyplanis
adequate to meet the Company's forecasted firmm design day requirements during the forecast
period. Further, the Department has found that the Company has establ 1 shed that 1thas
adequateresources andthat 1thas adequatelyplanned forasupply interruption.

Accordingly, the Department finds that Middleborough has establ 1shed that 1thas

adequate resources to meet 1ts fim sendout requirements throughout the forecast period.
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E. Supply Planning Process

1. Standard of Review

he Department has determined that a supply planning process i1scritical inenabling a
uti ity company to formulate a resource planthatachieves anadequate, least-cost and low

environmental impact supply for 1ts customers. D.P.U. 93-13, at 70; 1992 Boston Gas

Decision at 223; 1990 Boston Gas Decision at 388. The Department has noted that an
appropr 1ate supply planning process provides a gas company with an organized method of
analyzing options, making decisions, and reevaluating decisions inlight of changed
circumstances. 1d. For the Department to determine that a gas company's supply planning
process i1s appropriate, the process must be fully documented. D.P.U. 93-13, at 70;

1992 Boston Gas Decision at 223; 1987 Berkshire Gas Decision at 84.

The Department’s review of a gas company's process for 1dentifying and evaluating
resources focuses onwhether the company: (1) has a process for compiling a comprehensive
array of resource options - including pipeline supplies, supplemental supplies, I3V, and
other resources; (2 has establ 1shed appropriate criteria for screening and comparing
resources within a particular supply category;  has a mechanism inplace for comparing all
resources, including DM, onanequal basis, 1.e.,across resource categories, and () the
process as awhole enables the company to achieve an adequate, least-cost, and low

environmental impact supply plan. D.P.U. 93-13, at 70; 1992Boston GasDecisionat 224;

1990 Boston Gas Decision at 5-5.
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2. ldentification and Evaluation of Resource Options

a. Supply-Side Resources

Middleborough stated that 1thas 1dentified sources of gas supply tomeet i1ts forecasted
sendout. These includepipeline gasviaAlgonquin; vapor fromBay State via the Taunton
hookup ;* vapor from DOMAC vi a the Algonquinpipeline; and LNG transported by truck
from Bay State or DOMAC (Tr. at 69-73). Middleborough has two peaking facilities, an
LNG storage tank and a Hortonsphere (i1d. at 53). Mr. Collins stated that the Company's
pipeline options were constrained (1d. at28). Mr. Collins also 1ndicated that Middleborough
would not be able to increase i1ts take of pipel ine gaswithout laying extensive new pipe into
the downtown area and rebui lding Algonquin's meter station, both of whichwouldbe very
expensive (id.). Asdescribed inSection 111.C.labove, Middleborough's analysis indicated
that Increasing the vapor ization at the ING faci l ity was the Company's most cost-effective
resource option (1d. at 29).

Having determined the appropriate mix of various resources, Middleboroughused a
competitive bidding process to selecta supplier of pipel ine gas (Exh. MGED-9). 1n1993
Middleborough joined a consortium of gas companies that 1 ssued anfFP for new gas
supplies (i1d.). The other companies were Providence Gas Company, Fall River Gas
Company, Valley Gas Company, Norw i ch Gas Company, and Colonial Gas Company (id.).
Middleborough's selectionofgas suppl ies 1sdeterminedby evaluatingacombinationof

factors such as cost, rel 1abi l1ty, supply resenves, fuel diversity, financial sounthess of

i Middleborough's system is connected to Bay State's at Taunton.
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supplier, flexibility of supply 1n case of interruption, and system balance (Exh. MGED-11).

The Department finds that 1t 1s reasonable for Middleborough to contract for the
management of the capacity itreceivedas aresult of FERC Order 636. Ihi le larger LDCs
have greater resources to cope with changes in the structure of the 1ndustry, small conpanies
likeMiddleboroughare more limited. The Departmenthas endorsedlLDCacquisition
processes that have Involved receiving competitive bids from potential suppliers. Bay State

Gas Company, D.P.U. 95-87, at 10, 11; Fall River Gas Company, D.P.U. 94-38, at 10.

Therefore, the Department finds that the RFP process Middleborough used to 1dentify a
supplier of these services is appropriate.

Middleboroughdemonstrated that 1thas developed anacceptable processwhichallows
1tto 1dentify supply and capacity altematives. Middleboroughhas uti l 1zedprice andnon-
price criteriatodetermine whichoptions to pursue. Accordingly, the Department finds that
Middleborough has formulated an appropr 1 ate process for i1dentifying and evaluating new
supply-side resources i1n order to select the appropriate options.

Therefore, the Department finds that Middleborough has developed a process for
conmpi ling a comprehensive array of supply options and has developed appropriate criteria for
screening and comparing supply resources.

b. Demand-Side Management

InMiddleborough's current forecast and supply plan, DSM spending 1 s targeted to be
one-quarter of one percent of Middleborough's annual revenues, as required by DOER

regulations (DPU-RR-4). According to the Company's witness, Ms. Cataldo, the measures
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Middleborough offers as part of 1ts DSMprogram are those required by DOERregulations
(Tr. at 87). Ms. Cataldo stated that the measures are 1mplemented by auditors under
contract who perform onsite analysis to determine which measures are cost-effective 1neach
situation(id. at 87-88). Ms. Cataldo indicated thatMiddleboroughdidnot compare supply
and demand resources onan equal basi s inpreparing 1ts supply plan, although the Company
1S begiming to attempt this type of analysis (id. at 9)). Further, Middleborough currently
does not offer DSM services to commercial and industrial customers (i1d. at 9l).
Ms. Cataldo stated thatMiddleborough is currentlyworkingwithaDOERtask force to
investigate the feasibilityofproviding addedDM services to commercial customers
(nd. at 90).

The Department has long recogni zed that regulatory standards may be interpreted

differently for small LDCs than for large companies. 1986 Gas Generic Order at 103-105;

Commonwealth of Massachusetts, Energy Facilities Siting Council, Adninistrative
Bulletin 861, at 16. This difference has been justified by the Department’'s recognition that
the "smallest companies have few resources, and do not appear to need sophisticated methods

to be able to ensure that their customers' requirementswill be met." 1986 Gas Generic

Order, at 103. Therefore, the Department finds that 1t 1s reasonable thatasmall municipal
LDCwithlimitedresources, suchasMiddleborough, wouldrely onthe guidance of the
DOER for development of i1ts energy efficiency programs.

InSection 111.C.2 the Department found that Middleborough compliedwithcondition

two of the 1983Mi1ddleboroughDecisionthrough its effort to market 1ts conservation




D.P.U. 94-167 Page 39

services to itsresidential customers and its Investigationof a conservationprogram for its
commercial customers. However, the Department finds that Middleborough does not have a
process for compi 1 ing a comprehensive array of DM resources for all 1ts customers and
doesnothave establ 1 shed criteriato compare variousDMresources. Therefore, inorder
for the Department to approve Middleborough's next forecast and supply plan,
Middleborough must develop a process for 1dentifying and evaluating D\ resource options
for all 1ts customer classes.

3. Consideration of all Resources on an Equal Basis

The Department has held that, 1n order for a gas company's planning process to
minimize cost, that process mustadequately consideraltemative resourceadditions, including

DSM options, on an equal basis. D.P.U. 93-13, at 83; 1992 Boston Gas Decision at 233;

1986 Fall River Decision at 115.

Here the Department notes that, at present, Middleborough relies on CN\G for its gas
supply anddel iveryneeds (Exh. MGED-20). Mr. Coll ins conducted ananalysistomake
compar 1sons between various supply options (Ir. at 3-3). Using assumptions about usage
and future prices of resources, Mr. Coll ins created an expected gas price (1d.). Then, using
thisprice figure and the otherdecisioncriteriadiscussed inSection 111.E.2above,
Middleborough selected the optimal resource option(id. at 3-37). Mr. Coll ins stated that
price was not his only operational concern (1d. at $-36). For example, according to
Mr. Collins, Middleborough maintains a contract wi th Bay State for vapor and LNG, even

though 1t 1s more expensive than pipeline gas, because Bay State's Taunton connection
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providesMiddleboroughwith additional gas pressure at timeswhenMiddleborough's system
pressure iIs low and deliverability is of concern (1d. at 34-38).

Ihi le the Company stated that 1tdoes not have a method to evaluate DM options as
aresource on anequal basis with supply-side resources, i1n i1ts sendout forecast
Middleborough assumes a one percent reduction insendout due to conservation (id. at 92;
Exh. MGED-1, at 1). However, the Company has not performed any analysis to determine
1T the one percent adjustment for conservation 1s accurate (Ir. at 12).

Therefore, the Department finds that whi le Middleborough has 1ncorporated both
supply and demand options 1Into 1ts resource mix, 1thas not compared all resources, including
DSM, on an equal basis. In order for the Department to evaluate and approve
Middleborough'snext forecast and supply plan, Middleboroughmustprovide additional
detail and analysis of 1ts evaluation of all resources on an equal basis.

4. Conclusions on the Supply Planning Process

The Department has found that: (1) Middleborough's process for 1dentifying and
evaluating supply side resources 1s appropriate; @Middleborough's process for 1dentifying
andevaluating conservationresources i1sonlyminimally appropriate; and ) Middleborough
did notestabl i1 shthat i1ts supplyplamning process 1sdesigned to ensure the treatment of all
supply options on an equal basis. InSection 111.D.4., the Department found that
Middleborough establ i shed that 1thas adequate resources tomeet its firmsendout
requirements throughout the forecast period. However, Middleboroughhas only minimally

demonstrated that 1ts process as awhole enables the Comparny to achieve an adequate, least-
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cost, and low environmental impact supply plan. Therefore, 1n order for the Department to
approve Middleborough's next forecast and supply plan, the Company must provide
additional detail and analysis of 1ts evaluationof all resources onanequal basis.

F. Least Cost Supply

1. Standard of Review

Assetforth inSectionlll.A, above, theDepartmentreviews agas company's
five-year supply plan to determine whether it minimizes cost, subject to trade-offs with

adequacy and environmental impact. D.P.l. 93-13, at 88; 1992Boston GasDecisionat

236; 1987 Boston GasDecision at 24. A gas company must establ i1sh that the application

of 1ts supply plaming process, including adequate consideration of M and consideration of
all resource options onanequal basis, has resulted inthe additionof resource options that
contribute to a least-cost supply plan. As part of thisreview, the Department requires gas
companies to show, at a minimum, that they have completed comprehensive cost studies
conparing the costs of a reasoable rage of practical syply altematives prior to selection of

major new resources for their supply plans. D.P.U. 93-13, at 89; 1992 Boston Gas

Decision at 236; 1986 Gas Generic Order at 100-102.

2. Middleborough's Least Cost Analysis

Asdescribed inSection 111.E.3. above, the Company stated that it selected 1ts current
suply portfolio on the basis of several criteria, including an analysis using assumgtions
about costs of various supply altematives. Asdescribed inSection 111.E.3., the Company

does not have a method to evaluate DM as a resource on an equal basis with supply-side
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resources.

The Department recogni zes that Middleborough has performed least-cost analyses on
acase-by-case basis as 1thas beenfacedwith individual supply decisions. he Company has
dealtwith the Order 636 unbundl ing 1n a pro-active manner and IS using a competitive
bidding process to bring costs down for i1ts customers, asdescribed inSections 111.Cl and
111.C3., above. lhile the Company didnot compare supply and demand resources on an
equal basisduring itsDMacquisitionprocess, the Department found inSection111.E.2b.,
above, that Middleborough has minimally developed a process for compiling a
comprehensive array of DM resources for all 1ts customers and that ithas minimally
established criteria to compare various DSM resources.

G. Conclusions on the Supply Plan

The Department has found that Middleborough has establ 1 shed that 1ts normal year
and designyear supply plans are adequate to meet the Company's forecasted sendout
requ irements throughout the forecast period. The Department has found that the Company
has establ 1shed that 1ts designday supply plan 1s adequate to meet the Company's forecasted
sendout requirements throughout the forecast period.

The Department also has found that: (1) Middleborough's process for 1dentifying and
evaluating supply side resources i1s appropriate; @Middleborough's process for 1dentifying
and evaluating conservationresources 1s minimally appropriate ; and () Middleborough only
minimally establ 1shed that 1ts supply plamiing process 1s designed to ensure the treatment of

all supply options onanequal basis. Further, consistentwi th the DecisionandOrder froma
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previous decision, 1983 Middleborough Decision, the Department finds that Middleborough

has met the requirements thereof as discussed inSections 11.D.l.band 111.C.2.
Accordingly, the Department conditionally APPROVES the supply plan of
Middleborough Gas and Electric Department, for the splityears 1993-94 through 1997-98.

1. CONCLUSION
The Department hereby conditionally APPROVES the 1993-1998 sendout forecast and

supply plan of Middleborough Gas and Electric Department.

In so deciding, the Department has detai led specific information that Middleborough
must provide in itsnext filing inorder for the Department to approve the Company’s next
forecast and supply plan. his specific information 1snecessary for the Department to fulfill
1 ts statutory mandate. Therefore, 1norder for the Department to approve Middleborough's
next filing, the Company must:

6] develop design year standards based on an analysi s of the probabi l ity of occurrence of
various possible designstandards and the costs of maintaining suppl ies to meet the
weather represented by these standards, and mustbase 1tsdesignyear standardon
data from 1ts coldest actual split year;

2 develop design day standards based on the probabi 1 1ty of occurrence of various
possible design standards and of the costs of maintaining suppl 1es to meet the weather

represented by these standards ;

€)) evaluate the appropriateness of continued use of 1ts current forecasting methodology
and assess whether an alternative methodology 1s more appropriate;
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)

©)
(6)

)

make a compar 1son of normal 1zed use per customer over the years for whi ch the data
are avai lable and comment on the appropr 1 ateness of the one percent conservation
adjustment 1n 1ts next forecast and supply plan;

forecast the number of residential and commercial nonheating customers;

have a process for 1dentifying and evaluating DM resource options forall its
customer classes; and

provide additional detail and analysis of 1ts evaluationof all resources onanequal
basis.
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V. ORDEER
Accordingly, after due notice, hearing and consideration, 1t Is:
ORDERED: That Middleborough Gas and Electric Department’'s petition for
approval of 1ts long range forecast be and hereby 1s approved; and 1t Is

FURTHER ORDERED: That Middleborough Gas and Electric Department follow all

directives herein before filing with the Department 1tsnext forecastand supplyplan; and itis

FURTHER ORDERED: That Middleborough Gas and Electric Department submit to

the Department 1ts next sendout forecast and supply plan by December 1, 1997.

By Order of the Department,

John B. Howe, Chairman

Janet Gail Besser, Commissioner
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Appeal as to matters of law from any final decision, order or rul ing of the Commissionmay
be taken to the Supreme Judi cial Courtby anaggrievedparty in interestby the filingofa
writtenpetitionpraying that the Order of the Commissionbe modified or setaside inwhole
or in part.

Suchpetitionforappeal shall be filedwi th the Secretary of the Commissionwithintwenty
days after the date of service of the decision, order or rul ing of the Commission, orwithin
such time as the Commission may allow upon request filed prior to the expiration of twenty
days after the date of service of saiddecision, order or ruling. liithin tendays after such
petitionhasbeenfiled, the appeal ing party shall enter the appeal 1inthe supreme Judicial
Courtsitting inSuffolk County by fil 1ng a copy thereof with the Clerk of said Court
(Sec.5, Chapter 2, G.L. Ter. Ed., as most recently amended by Chapter 485 of the Acts of
1971).



